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COMMONWEALTH OF PENNSYLVANIA
DEPARTMENT OF ENVIRONMENTAL PROTECTION

IN THE MATTER OF:
_Cabot Oil & Gas Corporation +  The Clean Streams Law
‘Dimock and Springville Townships :  Qil and Gas Act
: Susquehaona County : . ;
CONSENT ORDER A EMENT A

This Consent Order and Settlernent Agreement is entered into this 15* day of December
2010, by and between the Commonwealth of Pennsylvania, Departinent of Environmental Protection
(“Department’”) and Csbot Oil & Gas Corporation (“Cabot™).

Findings

The Department has found and determined the following:

+ Al The Department is the agency with the duty and authority to administer and enforce
The Clean Streams Law, Act of June 22, 1937, P.L. 1987, as amended, 35 P.S. §§691.1-691.1001
(“Clean Streams Law™); the Oil and Gas Act, Act of December 19, 1984, P.L, 1140 as amended, 58
P.S. $§601.101-601.605 (*Oil and Gas Act"}, Section 1917-A of the Administrative Code of 1929 ; E
Act of April 9, 1929, P.L. 177, as amended, 7 1P.S. §§510-17 (“Administrative Code"), and the
rules and regulations prommlgated thereunder (“Regulations™),

B. (.Jabo_t is a Delaware corporation registered to do business in Pennsylvania and is
engaged in various oil and gas exploration and production activities in Pennsylvania, including in
Dimock and Springville Townships, Susquehanna County. Cabot maintains a mailing address at '
5 Penn Center West, Suite 401, Pittsburgh, PA 15278, f ’
C.  Cabotls the “owner” and “operator,” as those terros are defined in Sectior 103 of the L
Oil and Gas Act, S8 P.S. §601.103, of certain gas wells, or has received permit avthorization from

the Department to drill wells, within an area defined as follows: South of 41 degrees 45 minutes
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latitude; East of 75 degrees 54 minutes 11 seconds longitude; North of 41 degrees 42 minutes 14
seconds latitude; and West of -75 degrees 50 minutes 48 seconds longitude in Dimock and
Springville Townships, Susquehanna County, Pennsylvania (*Dimock/Carter Road Area,” which is
the same 25 the “Affected Area” in the Modified 2009 Agreement.). A map of the Dimock/Carter
Road Area is attached as Exhibit A and incorporated herein.

D. On November 4, 2009, the Depaxtment and Cabot executed a Consent Order and
Agreement, which the Parties modified on A‘pn'l 15, 2010, and July 19, 2010 (collectively the
“Modified 2009 Agreement”). This Consent Order and Settlement Agreement replaces thc Modified
2009 Agreement,

B. The gas wells that Cabot has plugged within the Dimock/Carter Road Area to date,
the gas wells tl;at Cabot has drilled and is producing within the Dimock/Carter Road Area, and the
gas wells that Cabot has dxilledvbut has not yet fraced within the Dimock/Carter Road Acea
(collectively “the Dimock/Carter Road Gas Wells") are identified on Exhibit B and incorporated
herein.

E The Department has determined that eighteen (18) drinking water supplies that serve
nineteen (19) homes within the Dimock/Carter Road Area have been affected from the drilling
activities at the Dimock/Carter Road Gas Wells (collectively the “Water Supplies™). The owners of
the ninetesn (19) homes that are served by the Water Supplies are identified on Bxhibit C and
incorporated herein (collectively the “Property Owners™).

G. As of the date of this Consent Order and Settlement Agreement, Cebot has
undertaken, among other things, the following actions:

1. Plogged and abandoned three of the Dimock/Carter
Road Gas Wells -- Baker 1, Gesford 3, and Gesford 9.

To date, Cabot has not yet completed the restoration of
the Gesford 3 and Gesford 9 Gas Well Sites;
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2. Reconditioned the Ely 4 Gas Well by squeezing the
ancular space, thereby eliminating the pressure that was
present in & portion of the annular space between the
41/2 and 7 inch casings on the Gas Well, and conducted
similar remedial actions at the Ratzel 2H Gas Well after
Septemober 14, 2010;

3. Prepared and implemented & plan to check the integrity
of the Dimock/Carter Road Gas Wells;

4. Provided temporary, whole house water supplies to
owners of residences within the Dimock/Carter Road
Area, including to the Propesty Owners;

5. Provided new vent stacks or extended existing vent
stacks on Water Supplies; and

6. Paid $570,000 to the Department in settlernent of civil
and monthly stipulated penalties.

H. The Department has determined that Cabot has not: (1) permanently restored and/or
seplaced all of the Water Supplies by September 17, 2010; (2) completely eliminated the
unpermitted discharge of natural gas into the waters of the Commonwealth from the Dimock/Carter
Road Gas Wells by November 1, 2010; and (3) plugged or taken other remedial actions at certain of
the Dimock/Carter Road Gas Wells by November 13, 2010.

L Regarding Department costs, from November 4, 2009, to the date of this Consent
Order and Settlement Agreement, the Department has incurred costs for staff, lab analyses, and other
Department expenses and costs relating to the Dimock/Carter Road Gas Wells, the Water Supplies,
and the Modified 2009 Agreement.

I The Department has determined that the iteros identified in Patagraph H, sbove,
constitute unlawful conduct by Cabot pursnant to Section 509 of the Ol and Gas Act, 58 P.S.
§601.509, and Section 611 of the Clean Streams Law, 35 P.S, §691.611.

X Cabot disagress with the substance of the Department’s determinations in Findings F,

H,and J. However ,Cabot agrees to and shall folfill all of the terms and obligations of this Consent
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Order and Settlement Agreement. By entering into this Consent Order and Settlement Agresment,
Cabot and the Department desire to fully and finally resolve the items identified in Paragraph L,
below.

L. To avolq litigation, to resolve the items set forth sbove in Paragraphs F, H, and I, and
88 complete and final settlement of any known claims, demands, stipulated civil penalties, and/or
sanctions of any type that the Department has made or could have made sgainst Cabot to date
relating to the iterns set forth in Paragraphs F, H, and J, above, relating to the Modified 2009
Agresment, the Dimock/Carter Road Ares, and the Dimock/Carter Road Gas Wells, including for
obligations under Section 208 of the Oil and Gas Act, 58 P.S. §601.208, and 25 Pa. Code §78.51, to
pay for or restore and/or replace the Water Supplies, or to provide for ongoing operating or
meintenance expense of such restoration or replacement, and to provide reimbursement for certain
costs incurred by the Department to date, Cabot shall; perform the remediation activities to the Bly
2H and Ely 6H Gas Wells &s sel forth In Paragraph 5.c., below; pay $500,000; and shail complete the
requiraments below and as approved by the Department in accordance with this Consent Order and
Settlement Agreement.

Order

After full and somplete negotiation of all matuers set forth in this Consent Order and
Settlement Agreement, and upon mutuel exchange of the covenants contained herein, the Parties
desiring to avoid litigation and intending to be legally bound, it is hereby ORDERED by the
Department and AGRERD to by Cabot as follows:

L Authority. This Consent Order and Scu!mﬁent Agreement is an Order of the
Department authorized and issued pursuant to Section 5 of the Cleaon Streams Law, 35 P.S. §691,5,
Section 503 of the Oil and Gas Act, SB‘P.S. §601.503, and Section 1917-A of the Administrative

Code.
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2, Findings and Effect on Third Parties.

a This Consent Order and Settlement Agreement is a settlement between the
Department and Cabot, and is a settlement only for the matters specifically addressed herein. This
Consent Order and Settlement Agreement replaces the Modified 2009 Agreement.

b. Cabot disagrees with the substance of the Department's determinations in
Findings P, H, aod J. However, Cabot agrees to and shall fulfill all of the terms and obligations of
this Consent Order and Settlement Agresment. Cabot agrees that the Findings In Paragraphs A-L,
above, are true and correct and, in any matter or proceeding involving Cabot and the Departiment,
Cabot shall not challenge the accurscy or validity of these Findings.

3. Compliance, Permiis Inside the Dimock/Carter Road Area, Cabot
' Agreement and Statements,

EN Cabot hereby agxies that it shall take all actions necessary including, but not
limited to, the reguirements set forth in this Consent Order and Settlement Agreement, to comply
with all applicable environmental laws and regul‘au’ons, includiag all applicable provisions of the
Clean Streams Law, Ol and Gas Act, and the Regulations.

b, Cabot hereby certifies that it has entered into this Consent Order snd
Settlement Agreement freely, under no coercion of any kind, ;1nd after consulting with Counsel. As
identified herein, Cabot bereby agrees to comply with all of its obligations under this Consent Order
and Settlement Agreement, and Cabot intends to be legally bound by this Consent Order and
Seftlement Agreement,

¢ Cabot agrees that this Consent Order and Settlement Agreement is valid, isa
binding obligation upon Cabot and is a final Order of the Depam'ne:nt, and neither Cabot nor any
authorized representative, agent, or attorney of Cabot or representing Cabot in any court or

administrative forum shall state or argue otherwise for any purpose.
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4, New Drilling And Hydro-fracturing Inside the Dimock/Carter Road Area.

a, After the date of this Consent Order and Settiement Agreement, for any of the
seven (7) i)inmcleancr Road Gas Wells identified in Pacagraph 3.¢.2) of the Modified 2009
Agreement (A&M Hibbard 2H; A&M Hibbard 4; Ely 1H; Baker 3; Gesford 4R; Gesford 8H NW,;
and P. Kelly 1) that Cabot has drilled but not' yet hydro-fractured, Cabot may begin hydro-fracturing
any such Gas Well or Wells c;ri!y upon receipt of written notice from the Department that Cabot has,
as of the date Cabot proposes to frac said Gas Well or Wells, complied with all of its obligations as
to said Gas Well or Wells under Parggraph 3.a., above, including obtaining all required permits or
other authorizations. from the Department, and under Paragraph 5.a, below.

b. In all cases, Cabot shall not complete the drilling of any of Dimock/Carter
Road Gas Wells, and shall not begis the drilling of any new Gas Wells within the Dimock/Carter
Road Ares until after April 15, 2011, at the ‘earliest, and in accordance with all of the requirements
of this Paragraph,

e Before the drilling permit expires for any of the Dimock/Carter Road Gus
Wells, Cabot may sui?mit a request to the Department to renew the drilling permil in accordance
with 25 Pa, Code §78.17, and the Department will promptly process any such request in accordance
with the applicable regulations.

d. After Aprll 15, 2011, Cabot may complete the drilling of any of the
Dimock/Carter Road Gas Wells, and/or may begio the drilling of any new Gas Wells within the
Dimock/Carter Roaa Area only upon receipt of written notice from the Depariment that, a3 to said
Gas Well or Wells: '

i Cabot is in compliance with all of its obligations under Paragraph 5,
below;
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Cabot is, as of the date Cabot proposes to drill said Gas Well or Wells,
L compliance with the applicable requirements of Paragraph 3.2,
above, including obtaining all required permits or other suthorizations
from the Department; and

Cabot is in compliance with all other obligations under this Consent
Order and Settlement Agreement as of the date Cabot plans to drill
said Gas Well or Well(s).

5. Compliance Obligations Of Cabot With Respect to the Dimock/Carter Road Aree

Gas Wells. All compliance obligations of Cabot under this Consent Order and Settiement

Agreement with respect to the Department’s clalms under the Modified 2009 Agreement, the Oil and

Gas Act, and the Clean Streams Law, other than the claims in Paragraph 6, below, are satisfied

subject to the Department providing Cabot written notice that Cabot has performed the following:
a  QGas Well Pressure Testing.

i

iv.

Within seven (7) days of the date of this Consent Order and Settlement
Apgreement, Cabot shall provide to the Department the hydrocarbon
hearing Intervals for each of the Dimock/Carter Road Gas Wells based
on'data collected by Cabot during the past drilling of each of
Dimock/Carter Road Gas Wells;

Within seven (7) days of the date of this Consent Order and Settlement
Agreement, Cabot shall begin pressure testing of each accessible
annuli on each of the Dimock/Carter Road Gas Wells. Cabot shall
pressure test each annuli for forty-sight (48) consecutive hours, and
shall provide the test results for each of the Dimock/Caiter Road Gas
Wells to the Department within five (5) days of completion of the
pressurs test on that Gas Well, At least twenty-four (24) hours before
Cabot begins pressure testing in accordance with this Paragraph, Cabot
shall provide the Department wiitten notice of the Gas Weli to be
tested and the date and the approximate time that Cabot shall begin
such pressure test;,

* Iu all cases, Cabot shall have completed the 48-hour pressure test of

the annuli on all of the Dimock/Carter Road Gas Wells, and shall
provide the Department with the results of the pressure tests for all of
the Dimock/Carter Road Gas Wells within sixty (60) days of the date
of this Consent Order and Settlement Agreement; and

If the pressure data required to be provided above indicates that the
Gas Well in question is in compliance with Chapter 78 of the proposed
regulations or such regulations that are finally enacted, then said Gas
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Well shall, absent contradictory data reviewed by the Department, be

" considered to not be discharging natural gas into the aquifer,

Screening/Water Sarpling. Cabot has received eopies of the sesults of
screenings for free combustible gas and of the laboratory analyses of all samples taken by the

Department at the Water Supplies to date. In addition to the screenings and sampling done by the

Department, beginning upon execution of this Consent Order and Settiement Agreement, Cabot

shali;

E

at least once every two weeks, screen the well head at each Water
Supply for percentage of free combustible gas, and semple the well
water at each Water Supply;

for each water sample collected at 2 Water Supply, Cabot shell have
the water sample analyzed in a Pennsylvenia-licensed laboratory for
dissolved methane, dissolved ethane, and dissolved propane;

provide the Department a copy of the results of the screening for fres
combustible gas, and the laboratory analyses of each water sample
within five (5) days of Cabot’s receipt of the analyses by its
laboratory;

Cabot shall continue to conduct the screening and sampling under
Paragraph 5.b.1., above, once every two weeks at each Water Supply
until the results of the screenings and sampling done by the
Department in the past and by Cabot under Paragraph 5.b.i, above,
show that elther no combustible free gas is present at the wellhead for
the Water Supply or that such levels of combustible free gas, if
properly vented pursuant to applicable regulations and Department
practice, do not pose a danger to persons or property and the
concentration of dissolved methane is below 7 milligrams/titer
(“mp/”), or meets the standard then prescribed by applicable
reguiations. However, Cabot may petition the Department, based on
information obtained in accordance with this Paragraph for a
determination that the concentration of methane in the Water Supply is
at background levels for the aquifer that supplies that Water Supply.
Cabot may further petition the Department for a determination that the
concentration of combustible free gas at the wellhead is at levels that
do not present a danger to persons or property if properly vented
according to applicable regulations and Department practics;

for each Water Supply that meets the standards under Paragraph.5.bdv,
above, Cabot shall continue to séreen each such Water Supply for free
combustible gas and shall sample each such Water Supply at least

8
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once per quarter, and shall have the water sample analyzed in a
Pennsylvania-licensed laboratory for dissolved methane only, Cabot
shall provide the Department a copy of the results of the screening for
free combustible gas, and the laboratory analyses of each water sample
within five (5) days of Cabot's receipt of the screening results and
water sample analyses by its laboratory; and ’

vi.  unless the Department determmines that the concentration of methane in
the Water Supply is at background levels for the aquifer that supplies
that Water Supply, Cabot shall continue such screenlngs and sampling

! under Paragraph 5b.v., abové, for each quarier until the results of the

| screenings and sampling done by the Department in the past and by

Cabot under this Paragraph 5 show that, for eight consecutive gbarters,

seventy-five percent of the water samples withln each monitoring

point over time contain 7 mg/l or less of dissolved methane (or meets
the standard then prescribed by applicable regulations), and no
individual water sample exceeds two times this standard.

c. Beginning no more thaa 30 days from the date of this Consent Order and

i Settlement Agreement and continuing each day until 120 days from the date of this Consent Order

and Settlement Agreement, Cabot shall complete any and all actions to the extent necessary, if any,

to bring the Ely 2H Gas Well and Ely 6H Gas Well into compliance with the Oil and Gas Act, the
Clean Streams Law, and the Regulations.

' 6. Setilement of Restoration/Replacement Obligation. The claims by the Department
regarding Cabot's obligations under Section 208 of the Oil and Gas Act, 58 P.S. §601.208, and 25
Pa. Code §78.51, including any obligation of Cabot to pay for or restore and/or replace the Waier
Supplies, or to provide for ongoing operating or maintenance expense shall be satisfied, as follows:

a, Escrow Fond,

i Within thirty (30) days after the date of this Consent Order and
Settlement Agreement, Cabot shall establish nineteen (19) Escrow
i Funds ard each Escrow Fund shall hold an amount equal to, whichever
: ' is greater: $50,000; or two times the assessed value by the
Susquehanna County Tax Assessor of the propernty(ies) owned by the
Property Owners within the Dimock/Carter Road Area. Such assessed
values for each property owned by the Property Owners are listed in
chart attached as Exhibit D;

\i.,‘/
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i,

Within ten (10) days after Cabot has established and funded the
nineteen {19) Escrow Funds in accordance within Paragraph 6.4.i.,
above, Cabot shall notify each Property Owner, in writing, of the
existence of the funds in the Escrow Fund for that Property Owner, the
procedure by which the Property Owner can cbtain hisher/their.
payment from the Escrow Fund;

Cabot shall pay all fees and costs associated with each of the Escrow
Funds, The funds in the Escrow Funds shall be paid to Property
Owmers, their duly authorized attorney or representative or the heirs of
the Property Owners in accordance with this Paragraph 6 and the
Escrow Agreement attached hereto as Exhibit E. Exhibit E shall be
the mode! of the Escrow Agresment that Cabot shall use for each of
the Escrow Funds established under Paragraph 6.2., ahove, and is
incorporated herein; and

If the Escrow Agent and Cabot have not received the executed and
notarized Receipt provided for in the Escrow Agreement from the .
Property Owner on or prior to the 45™ day after the date that the
Property Owner has received written notice of the Escrow Fund in
accordance with this Consent Order and Settlement Agreement, the
Escrow Agent shall continue to hold the Escrow Fund unti]l December
31,2012, During such time period the Escrow Agent shall deliver all
proceeds from the Escrow Fund to the Property Owner if and only if
the Escrow Agent receives unqualified and nnconditional written .
instruction to do so from a duly authorized representative of the
Department and from a duly authorized representative of Cabot. Ifas
of December 31, 2012, the Property Owner has not claimed and
received the Escrow Fund, the Escrow Agent shall deliver all proceeds
from the Escrow Fund to Cabot on January 2, 2013, together with all
interest and/or earnings attributable to the Escrow Fund, '

b. Effect of Notification to Department. After the time has passed for the
Escrow Fund to be funded in accordance with Puag\-&ph 6.a.i., sbove, and upon completion of the

restoration activities described below, the Department’s claims regarding Cabot's obligations under

Section 208 of the Oil and Gas Act, 58 P.S. §601.208, and 25 Pa. Code §78.51, to restore and/or

replace a Water Supply that serves the property owned by a Property Owner shall be satisfied upon

'the Department’s receipt of information from Cabot that verifies that: the nineteen (19) Escrow

TFunds have been established and fully funded in accordance with Paragraph 6.2., above; each of the

Property Owners have received written notice from Cabot of the Escrow Fund and of the procedure
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by which the Property Owner can obtain his/her/their payment from such Escrow Fund; and each of
the Property Owners have received written notice from Cabot that it will install a whele house gas
mitigation devics at the property as provided for below.

c. For each Property Owner, Cabot shall continue 0 provide and rusintain
temporary potable water and, as applicable, shall continue to maintain gas mitigation devices that it
had pxcviéusly installed until Cabot receives written notice from the Department that it has complied
with all of the requirements of Paragraph 6.a-6.b., sbove, for that Property Owner.

d. As long as Cebot provides temporary water to the Property Owners under
Paragraph 6.c., above, from a water purveyor and/or water hauler, Cabot shall assure that the water
purveyor/hauler has all licenses, permits, and/or other authorizations required under Pennsylvania
law and Regulations, and that the i>:0pexty Owners receive water in amounts sufficient to continually
satisfy water usage needs unti] Cabot receives written notice from the Department that it has
complied with all of the requirements of Paragraphs 6.2,-6.b., above, for that Pmpeny’()wner.

e As of the date of this Consent Order and Settlerment Agreement, Cabot has
purchased whole house gas mitigation devices for residential water supplies within the
Dlmock{Carter Road Area and it has drilled new drinking water wells 10 serve other residences
within the Dimock/Carter Road Area. Within 30 days of the date of this Consent Order and
Settiement Agresment, Cabot shall notify each Property Owner, in writing, that Cabot will install, at
Cabot’s sole expense, a whole house gas mitigation device at the Property Owner's residence,

f. If the Proparty Qwner notifies Cabot, in writing, within sixty (60) days from
the date that the Property Owner received the wriilen notice in accordance with Paragraph 6.e,

above, that he/she/they agree(s) 10 Cabot instailing a whole house gas mitigation device at
A his/her/their residence, Cabot shall complete such aotion at the residence within ninsty (96) days

from the date that the Propesty Owner notified Cabot, in writing, of his/her/their agreement.

11
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7. Settlemnant of Claims for Stipulated Civil Penalties and Depariment Costs, Upon
signing this Consent Order and Settlement Agreement, Cabot shall pay $500,000 in complete and
final settlement of any kaown clalms or demands of aay type that Department has made oz could
have made against Cabot relating to stipulated penalties under the Modified 2009 Agreement
through the date of this Consent brdcr and Settiement Agreement, and to provide reimbursement for
certain costs incurred by the Department to date. The payment shall be made by corporate check or
the like made payable to “Commonwealth of Pennsylvania™ and sent to the ljepamnent atthe
address se; forth in Paragraph 10, below.

8. Reservation of Rights, The Department reserves the right to require additions)
measures to achieve compliance with applicable law. To date, the Department has not identified any
defective Dimock/Carter Road Gas Wells other than t!,1e Gesford No. 3, Gesford No, 9, Baker No. 1,
Ely No. 4, Ely 2H and Ely 6H Wells. However, in the event the Department receives new data or
information concerning said Wells or any other Dimock/Carter Road Gas Wells, the Department
reserves the right to requkc. additional measures to achieve compliance with applicable law,
including additional measures to take remedial actions to fix defective Dimock/Carter Road Gas
Wells, and to eliminate any unpermitied discharge of natural gas into the waters of the
Commonwealth from the Dimock/Carter Road Gas Wells. Cabot reserves the right to challenge any
action which the Department may take to require those measures. '

9. Liability of Cabot. Cabot shall be liable for any violations of this Consent Order and
- Settlement Agreement, including those caused by, contributed to, or allowed by Uts officers,

directors, agents, employees, contractors, successors, and assigns.
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10.  Correspondence with and Notice to the Department, All correspondence with and
notice to the Department concerning this Consent Order and Settlement Agreement shall be
addressed to:

Mr. Craig Lobins, Regional Manager
Oil and Gas Management

Department of Environmental Protection
230 Chestnut Street

Meadville, PA 16335-3481

Telephone: 814-332-6860

Pax: 814-332-6121

11.  Correspondsnce with Cabot. All correspondence with Cabot concezning this
Consent Order and Settlement Agresment shall be addressed to:

Mr. Phil Stalnaker

Cabot Oil & Gas Corporation
5 Pens Ceater West, Suijte 401
Pittsburgh, PA 15276
Telephone: 412-245-3850
Pax: 412-249-3855

Cabot shall notify the Department whenever thers is a change in the contact person's name, title, or -

address. Service of any document or notice by the Department under this Consent Order and
Settlement Agreement may be made by mail to the above address. However, servige of any legal
process by the Department for any purpose under this Consent Order and Settlement Agreement, )
including its enforcement, will be made‘by mailing a copy by certified mail, return receipt requested,
to the above address.

12.  Decisions Under Consent Order and Settlement Agreemeni. Any decision which
the Department makes under the provisions of this Consent Order and Agreement, including a notice
that stipulated civil penalties are due, is intended to be neither a final action under 25 Pa, Code
§1021.2, nor an adjudication under 2 Pa.C.8.A. §101. Cabot hereby agrees that it shall not appeal to
the Pennsylvania Environmental Hearing Board and/or shail not file any action of any kind with any

Pennsylvania State or Federal Coust of any decision by the Department on or arising from any matter
13
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under this Consent Order and Setﬂemc;.nt Agreement. Any objection which Cabot may bave to any
decision by the Department on or adsing from any mafter under this Consent Order and Settlement
Agreement will be preserved until the Department enforces this Consent Order and Settlement
Agreement.

13, Acknowledgment of No Obligation.

a In conjunction with Cabot, the Department will defend this Consent Order and
Settlement Agreement in any future appeal(s) brought by or on behalf of any Property Owner and/or
any other person or entity.

b. Except for any future appesal(s) of this Consent Order and Seitlement
Agreement bronght by or on behalf of asy Property Owner and/or any other person or entity, Cabot
acknowledges that the Depaxtmer;t has no obligation to defend it in any existing or future other
appeal, or in any litigation, lawsuit, demand, or claim for any issue, including damages, bronght by
or on behalf of any Property Owner and/or any other person or entity for any matters atising from
the Djmock/Carter Road Gas Wells, the Water Supplies, any other Consent Order and Agreement,
this Consent Order and Settlement Agrezment, and/or any and all other rnatters relating in any way
to Cabot and/or the Dimock/Carter Road Area,

14.  Severability. The Paragraphs of this Consent Order and Seztlcmgn; Agreement shall
be severable and should any part hereof be declared invalid or unenforceable, the remainder shall
continue {n full force and effect between the Parties.

15.  Entire Agreement. This Conscnt Order and Settlement Agreement shall constitute
the entire Integrated agreement of the Parties as to the subject matter hereof. No prior or
conlemporaneous communications or prior drafts shall be relevant or admissible for purposes of

detemiining the meaning or intent of any provisions herein in any Iitigation or any other proceeding.
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16.  Attorneys’ Fees,

a Except as stated hereln, the Parties shall bear their respective attorney fees,
expenses, and other costs in the prosecution or defense of this matter or any related matters, arising
prior to execution of this Consent Order and Settlement Agreement.

b. Cabot shall pay the Department for any attorneys’ fees or litigation cost
awarded against the Departmeant for the consolidated appeal docketed at EHB No, 2010-065
regarding the Modified 2009 Agreement, and/or any attorneys fees or litigation cost awarded against
the Department for any appeal(s) filed in the future by any Property Owixer and/for any other person
or entity regarding this Consent Order and Settlement Agreement.

) ¢.  Payment to the Department under Paragraph 16.b., above, shall be on or
before the 15 day of the succeeding month, and shall be made by corporate check or the like made
payable to “Commonwealth of Pennsylvania” and sent to the Department at the address set forth in
Paragraph 10, above.

17.  Modifications. No changes, additions, r.ucdiﬁcations, or amendments of this Consent
Onder and Settlement Agreement shall be effective unless they are set out in writing and signed by
the Parties.

18,  Titles. A ttleused atthe Beginning of any Paragraph of this Consent Order and
‘ Seitlement Agreement may be used to aid in the construction of that Paragraph, but shall not be
- treated as controlling.

19, Termination of Consent Order and Settlement Agreemeni. Cabot's obligations
under this Consent Order and Settlement Agreement shall terminate when Cabot has complied with
alt of its obligations under this Cousent Order and Settlement Agreement.

IN WITNESS WHEREOF, the Parties have caused this Consent Order and Settlement

Agreament io be executed by their duly authorized representative. The undersigned representative
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of Cabot certifies nnder penalty of law, as provided by 18 #a.C.S.A. §4904, that he is authorized to
execute this Consent Order and Settlement Agreement on behalf of Cabot, that Cabot consents to the
entry of this Cor;seut Order and Settlement Agreement as a final ORDER of the Department; and
that Cabot hereby knowingly waives its right to appeal this Consent Order and Settlement
Agreement and to challenge its content or validity, which rights may bs available under Section 4 of
the Environmental Hearing Board Act, the Act of July 13, 1988, P.L. 530, No. 1988-94, 35 P.S.
§7514; the Administrative Agency Law, 2 Pa.C.5.A. §103(a) and Chapters SA and 74; or-any other
provision of law. Signature by Cabot’s altorney certifies only that the Consent Order and Settlement

Agreement has been signed after consulting with counsel.

FOR CABOT OIL & GAS CORPORATION: FOR THE COMMONWEALTH OF
PENNSYLVANIA, DEPARTMENT OF

ENVIRONMENTAL PROTECTION:
Dan O. Dinges [ §. Craig Lobins
Chief Executive Officer Regional Manager
Qll and Gas Management Program

% Northwest Region
‘ -
San Shinkman,

Kevin Cunningbam, General Counsel “Chief Counse!

DoDu EY\Cebo2010 COLAWFInal CORA 121510 doe
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EXHIBITB
DIMOCK/CARTER ROAD GAS WELLS

DIM0043307

DIMOCK/CARTER ROAD GAS WELLS PLUGGED AND ABANDONED

REMAINING DIMOCK/CARTER ROAD GAS WELLS

WELL NAME

A & MHIBBARD 2H
A & M HIBBARD 4
BAKER 3

BLACK IH
BLACK 2H
BROOKS |H
COSTELLO |
COSTELLO 2
BLY IH

ELY 2H

ELY 4H

ELY SH

ELY 6H
ELY7THSB
GESFORD 1
GESFORD 2
GESFORD 4R
GESFORD SH NW
GESFORD TH NW
GESFORD 8HNW
HEITSMAN 1H
HEITSMAN 2

WELL NAME/PERMIT NO.

BAKXER 1/115-20026
GESFORD/31135-20019
GESFORD/9115-20187

PERMIT NO.

11520149
115-20222
11520226
11520048
115-20056
115-20051
11520036
115-20043
115-20049
11520015
115-20034
11520054
115-20041
115-20160
11520040
115220033
11520091
115-20201
11520163
115-20183
11520050
115-20021

8

WELL NAME
HEITSMAN 3V

HEITSMAN 4H NW

HUBBARD 1
HUBBARD 3
HUBBARD 5H
HUBBARD 6H
JGRIMSLEY |
JGRIMSLEY 2H SE
LEWIS 1
LEWIS 2
PKELLEY |
RHULL 1H

R HULL 2H
RATZEL 1H
RATZEL 2H
RATZEL 3V
ROZANSKI L
TEEL 1

TEEL 2

TEEL S

TEEL 6
TEEL7

TEEL 13V

PERMIT NO.

115-20123
115-20162
115-20039
11520131
115-20148
115-20147
115-20095
115-20171
115-20035
115-20030
115-20196
115-20122
115-20121
115-20047
115-20152
115-20117
115-20057
115-20007
115-20010
115-20024
115-20011
115-20023
115-20116

et/
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1. Norma J. Fiorentino
RR 6, Box 6212
Montrose, PA 18801

3. Craig and Julie Sautner
RR 6, Box 6147
Montrose, PA 18801

5, Michael and Andrea Bly
RR6,Box 3176 |
Montrose, PA, 18801

7. Ray and Victoria Hubert
P.O.Box 111
Dimock, PA 18801

EXEIBITC

PROPERTY OWNERS

2. William T. and Sheila A, Bly
RRI, Box 6176
Montrose, PA 18801

4. Jimomy Lee and Victoria Switzer
P.O.Box {13
Dimock, PA [8816

6. Nolan “Scott” and Monica Lasra Maria-Ely
P.0, Box 39, Carter Road
Dimock, PA 18816

8. Ropaid Tesl
RR 6, Box 6182
Montrose, PA 18801

(1 Affected Water Supply serves the 2 Carter homes)

9. Ronald, St and Jean Carter
P.O. Box 82
Dimock, PA 18816

11. Timothy and Deborah Maye

RR 6, Box 6147A
Montross, PA 18801

13, Michael and Suzanne Johnson

1129 Timber Ridge Drive
Tamps, FL 33623

.15, Frederick and Jessica Hein

RR 6, Box 6148
Montrose, PA 18801

17, Loren Salsman
1576 Meshoppen Creek Road

Montrose, PA 18801

19. Eric BJ. and Susan Roos
RR 6, Box 6194
Montrose, PA 18801

10, Todd and Jeanstie Certer
P.O. Box 185
Dimock, PA 18816

12, Richard and Wendy Seymour
RR 6, Box 6177-A
Montrose, PA 18801

14, Raymond Kemble
RR6, Box 6177
Montrose, PA 18801

16. Bd and Becky Buorke
Box 6148-A

Dimock, PA 18816

18. Richard Stover

1664 Mashoppen Creek Road
Montrose, PA 18801
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MAP OF DIMO

EXHIBIT A
CK/CARTER ROAD AREA
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EXHIBITE

ESCROW AGREEMENT FOR [Insert name(s) of Property Owner(s)]

This ESCROW AGREEMENT, dated as of , 2010, is by and
between CABOT OIL & GAS CORPORATION, a Delaware corporation (“Cabot™), aod
(the "Escrow Agent").

WITNESSETH

Whereas, pursuant to a Consent Order and Setdement Agreement entered into as of
December 15, 2010 (the “CO&A™) between Cabo! and the Commonweslth of Pennsylvania,
Department of Environmental Protection (*Department”) regarding cextain matters in Dimock
and Springville Townships, Susquehanna County, Pennsylvania as identified in the CO&A, there
is required to be deposited in escrow certain funds to be beld and disbursed by the Escrow Ajent
subject to the térms and conditions set forth herein.

NOW THEREFORE, in consideration of the foregoing and of the mutual covenants
hereinafter set forth, Cabot hereby appoints and designates the Escrow Agent as escrow agent for
the purposes set forth herein, and the Escrow Agent does hereby accept such appointment under
the terms and conditions set forth herein,

L Establishment of Escrow Fund For __ [Insert name(s) of Property Owner(s)].
Sirmultaneous with the execution of this Escrow Agrzement, Czbot is depositing with the Escrow
Agent the sum of §, [greater of $50,000 or two times the assessed value by the
Susquehanna County Tox Assessor of the property(ies) owned by the Properiy Owners within the
Dimock/Carter Road Area as identified on Exhibit D of the CO&A(the *____ [Insert pame(s) of
Property Ownex(s)] Eserow Fund”). The Escrow Agent shall hold, subject to the terms and
conditions hereof, such cash and any investments and reinvestments as may be parmitted
pursuant to Section 2 hereof.

2. Investment of Escrow Fund. During the term of this Escrow Agreement, the
Escrow Agent shall invest and reinvest the Escrow Fund only as follows:

a. Bonds or ntlier obligations of, or which are gnaranteed by, the United
States of America or its agencies or instrumentalities;

b. Bonds or other obligations of, or which are guaranteed by, any state within
the United States of Amerjca or such state’s agencies or instrumentalities; and/or

[ Any iaterest-bearing bank account, bank “certificate of deposit™ (“CD")
account, Or any “money market” acconnt.

Page tof 7
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The Escrow Agent shall have the right to liquidate any i held, in order to provide
funds necessary to make required payments under this Escrow Agreeny

3. Disposltion and Termination. The Escrow Agent shall deliver¥e Escrow Fund:

. a. To [Insert name(s) of Property Owner(s)J(“Property
Owner") by check within ten (10) business days following receipt by Bserow Agedt and Cabot
of the Receipt attached hercto properly executed by the Property Owner and properly
acknowledged in accordance with Pennsylvania law (in which event Escrow Agent shall
simultaneously deliver to Cabot all interest and/or earnings attributable to the Escrow Fund); or

b. If the Escrow Agent and Cabot have not received the executed and
notarized Recsipt provided for in the Escrow Agreement from the Property Owaer op or prior to
the 45™ day afier the date that the Property Owner has received written notice of the Escrow
Fund in accordance with the CO&A, the Escrow Agent shall continue to hold the Escrow Fund
until December 31, 2012. During such time period the Escrow Agent shall defiver all proceeds
from the Escrow Fund to the Property Owner if and only if the Escrow Agent receives
unqualified and unconditional written instruction to do so from a duly authorized represeatative
of the Department and from a duly authorized representative of Cabot. If as of December 31,
2012, the Property Owner has not claimed and received the Escrow Fund, the Bscrow Agent
shall deliver all proceeds from the Escrow Fuad to Csbot on January 2, 2013, together with all
interest and/or earnings attributable to the Escrow Fund,

c. Upon delivery in accordance with this Escrow Agreement by the Escrow
Ageat of all of the Escrow Funds and interest and/or earning thereon, this Escrow Agreement
shall terminate, subject to the provisions of Section 9 hereunder,

4, Mﬂm The Escrow Agent undertakes to perform only such
- duties as are expressly set forth herein,

5, Reliance on Written Notice. The BEscrow Agent may rely and shall be protected
in acting or refraining from acting upon any written notice, instruction or request furnished to it
hereunder and believed by it to be genvine and to have been signed or presented by the proper
parties. The Bscrow Agent shall bs under no duty to inquirs into or investigare the validity,
accuracy or content of any such document. The Escrow Agent shall have no duty to solicit any
payments which may be due it hereunder.

6. Good Fafth, The Bscrow Agent shall not be liable for any action takes or
ogmitted by it in good faith unless a court of competent jurlsdiction determines that the Bscrow
Agent's willful misconduct was the primary cause of any loss to Cabot, In the administration of
the Bscrow Fund hereunder, the Escrow Agent may execute any of its powers and perform its
duties hereunder directly or through agents or attorneys and may, consult with counsel,
accountants and other skilled persons to be selected and retained by it. The Escrow Agent shall
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not be liable for anything done, suffered or omitted in good faith by it in accordance with the
advice or opinion of any such counss], accountants or other skilled persons.

7. Buccessor Escrow Agent,

a The Bscrow Agent may resign at any time by delivering wrltten notice to
Cabot at least 30 days prior to the effective date thereof. Cabot may remove the Escrow Agent at
any time, without cause, by delivering written notice there of to the Escrow Agent and such
removal will be effective as stated in such notice.

b. If the Escrow Agent resigns or is removed, the Escrow Agent shall have
the right to withhold an amount equal to the amount due and owing to the Escrow Agent, plus
any costs and expenses the Bscrow Agent shall reasonably believe may be incurred by the
Escrow Agent in connection with the términation of the Escrow Agreement,

c. If the Escrow Agent withholds any amount from the Escrow Funds
pursiant to Section 7.b,, above, Cabot shall immediately replace such monsy ioto the Bscrow
Fund to ensure that the Escrow Fund js fully fonded as set forth in Section 1, above.

8. Compensation and Reimbursement. Cabot hereby agrees to: pay the Escrow

Agent upon execution of this Agreement reasonable compensation for the services to be rendered
hereunder, as agreed upon between Cabot and Escrow Agent; and pay or reimburse the Escrow
Agent upon request for all expeanses, disbursement and advances, including reasonable attorney’s
fees, incurred or made by it in connection with the preparation, execution, performance, delivery,
modification and termination of this Agreement. Under no circumstances shall the Bscrow
Agent's compensation andfor reimbursement be paid oul of the Escrow Funds.

federal, staw. and loca.l inccme a.ndlar ta.xes on any intcrest or eamings mcelved on the Escrow
Funds shall be the responsibility of Cabot, which shall provide the Escrow Agent with its federal
texpayer identification number, documented by an appropriate federal IRS Form W-9 end/or
such other documentation as may be required by applicabls law, The Escrow Agent shall have
no liability whatsoever for any tex obligations related to the Escrow Funds.

10. 1 t t6 Cr ? Claims.

8 The Bscrow Punds are to be used to pay the Property Owner. Cabot has
no ownership Interest in the Escrow Funds and bas no independent right or bility to access said
Funds except as set forth in this Escrow Agreement. In the event that the Property Owner does
not request payment of the Escrow Funds, as set forth in this Bscrow Agreement, titls of the
Escrow Punds vests in the Department. As such, if Cabot voluntarily files Bankuptey or is
subject to an involuntary petition for Bankruptcy, the Bscrow Funds shall not be considered part
of Cabot's “Estate,” as that term is used in 11 U.S.C.A §§541-562.
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b. The Escrow Punds and any Party’s interest therein shall not be subject 1o
assignment, aliepation, pledge, attachment, garnishment, sequestration, levy, execution, legal
process, either voluntary, involuniary or by operation of law, and shall not be subject to or
applied to the debts, obligatians, or liabilities of the Parties including, but oot limited to, any
claims or actions or seizures by any creditor or claimant under ary writ or proceeding at Jaw, in
equity, or otherwise.

11.  Ipdemnification Cabot shall indemnify, defend and save harmless the Escrow
Agent from ell loss, lisbility or expense (including the fees and expenses of in house or outside
counsel) arising out of or in connection with its execution and performance of this Agreement,
except to the extent that such loss, liability or expense is due to the gross negligence or willful
misconduct of the Escrow Agent, or its following any instructions or other directions from
Cabot, except to the extent that its following any such instruetion or direction is expressly
-forbidden by the terms hereof, Anything in this Agreement to the contrary notwithstanding, in.
no event shall the Escrow Agent be lisble for special, indirect or consequential foss or damage of
any kind whatsosver (including but not limited to lost profits), even if the Escrow Agent has
been advised of the likelihood of such loss or damage and regardless of the form of action, The -
Parties hereto acknowledge that the foregoing indemnities shall survive the resignation or
removal of the Escrow Agent or the termination of this agreement.

1z,  Limitation on Duties and Respopsibilities. The duties and responsibilities of
* the Escrow Agent hereunder shall be determined solely by the express provisions of this Bscrow

Agreement, and 1o other or further duties or responsibilities shall be implied. The Escrow Agent
shall not have any lisbility under, nor duty to inquire Into the terms znd provisions of sny
agreement or instructions, other than outlined in this Bscrow Agresment.

13 m. All notices and communications hereunder shall be in writing and shall
be deemed to be duly given if sent by registered mail, retum receipt requested, as follows:

if to Escrow Agent, to: |

if to Cabot, to:

Cabot Oif & Gas Corporetion
§ Penn Center West, Suite 401
Pittsburgh, PA 15276

Attention: Phil Stalnaker
Telecopier: (412) 249-3855
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and an additional copy to:
K&L Gates LLP .

K&L Gates Center

210 Sixth Avenus

Pittsburgh, PA 15222

Attention: Kenneth S, Komoroski, Esq.
Telecopier; (412) 355-6501

or ut such other address as any of the above may have furnished ta the other Parties in writing by
registered mail, return receipt requested and any such notice or commuaication given in the
manner specified in this Section 13 shall be deemed to have been given as of the date so mailed,
except with respect to the Bscrow Agent as to which date shall be desmed to have been given on
the date received by the Bscrow Agent. In the event that the Escrow Agent, in its sole discretion,
shall determine thet an emergency exists, the Bscrow Agent may use such other means of
communications as the Escrow Agent deems advisable,

i4.  Severabliity. The invalidity or unenforceability of any particular provision of
this Escrow Agreement will not affect the otber provisions hereof, and this Escrow Agresment
will be construed in all respects as if the invalid or upenforceable provisions were omitted,

15,  Successors and Assigns: Modlfications: Headings. This Escrow Agreement

shall be binding upon and inure to the benefit of all Parties hereto, and their respective
successors and assigns, including those successors and assigns of the Property Owner. This
Escrow Agreement contains the entire understanding between the Parties hereto. No varjations,
modifications, or changes in this Escrow Agreement shall be binding upon any Party. The
Section headings in this Escrow Agreement are for gnidance and the Parties' convenience only,
but shall not be controlling over the actual text of such Sections for interpretation purposes.

16,  Counterparts. This Bscrow Agresment may be executed in one or more
countarparis, sach of which shall be deemed an original, but all of which togetber sha!l constitute
one and the same instrument. All signatures of the parties to this Escrow Agreement may be
transmitted by facsimile, and such facsimile will, for all purposes, be deemed o be the original
signature of such party whose signature it reproduces and will be binding upon such Party.

17,  Dispasition of Escrow Property. In the event that the Escrow Agent shall be

‘uncertain as to ils duties or rights hereunder or shall receive instructions, claims or demands from

any party hereto which, in its opinion, conflict with any of the provisions of this Escrow
Agreement, it shall be entitled to refrain from taking any action and its sole obligation shall be to
keep safely all property beld in escrow until it shall be directed otherwise in writing by all of the
other Parties hereto or by a final order or judgment of a cowrt of competent jurisdiction.

18. Governing Law. This Escrow Agreement shall be governed by and construed in

accordance with the laws of the Commonweaslth of Pennsylvania withoot regard to its principles
of conflicts of laws and any action brought hereunder shall be bronght in the courts of the
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Commonwealth of Peansylvania, located ln the Commonwealth of Pennsylvania. Each Party
hereto irrevocably waives any objection on the grouads of venue, forum gon-conveniens or any
similar grounds and irrevocably consents to service of process by mail or in any other manner
permitted by applicable law and consents to the jurisdiction of said courts.

IN WITNESS WHEREOF, the parties hereto have executed this Escrow Agreement on
the date and year first above written.

ESCROW AGENT:

a

By:
Name:
Title:

CABOT OIL & GAS CORPORATION
a8 Delawars corporation

By:
Name:
Title:

DoDuffiCabon2010 New CO&ANEX B Escrow Agmit Firal 121510.dee

Page6of 7

g

CABOT-EPA 012828

DIM0043317

DIM0043291



RECEIPT

The undersigned hereby acknowledges receipt from Cabot Oil & Gas Corporation
(“Cabot")of the paymentintheamountof $_______ asprovided in the Escrow

Agreement and constituting payment in full of all amounts payeble by Cabot to the undersigned i

pursuant to Paragraph 6 of the Consent Order and Settlement Agresment entered into as of
December 15, 2010, between Cabot and the Commonwealth of Pennsylvania, Department of
Brvironmental Protection,

Date; 20
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